
Greg Maffei ~ Liberty Media Presidmt 8 C t U  

Well, today, that cash that i s  going to he brought over is le51 than a year's worth of taxes, so it is well under the $400 million 
number . i.e., that is the amount of operating shipld we have at Capital to shield Interactive earnings. And I think the total 
number is 300 ish, to bring ~ C ~ O S S  over thc next year. So it is not nothing, hut it is  not an ongoing, like we found some big 
loss-generating business inside Capital or a shield~generating such business in Capital. It couldn't be much larger, but today 
that doesn't exist. 

John Malone ~ LibertyMedia CEO 

Wrll, a t  the rirk of thoroughly confusing Greg's response 

Greg Maffei ~ Liberty Medro- Pres,dent& CEO 

Which war confusing enough? No. 

John Malone ~ LiberryMedia -CEO 

When we monetized some of our equity positions such as Sprint and Motorola and to some degree the others. we issued 
lony~term exchanyeabledebt instruments. llnderthe tax rules that applied at thetime,wewould pay, for instance, 3.5%current 
interest on those exchangeables. But we would deduct whatever our effective rate was on a 30-year instrument, which I think 
we had been deducting 8.5 0 1  9Yo. 

So we actually on those debt instruments have a very substantial imputed interest expense. which we get to deduct, but do 
not actually pay. And of course, those numbenarequite sizableand they compound going forward quite substantially. 

There I S  some que5tion as to whether or not the IRS agrees with UI with respect to the way we interpret the tax laws. And sa 
we will see over time whether or not that treatment of those exchangeable instruments holds. 50 I have always felt like that 
was another kind of risk factor or an uncertaintywithin thecapital structure, that If you read the fine print, Ithinkofour financial 
statement footnotes, you would see that that is the QioSpeCt 

If we win,iftheIRSdoe\ not in the~nd~hal l rngethdt  successfully, that i s d  bigasset.1 think there's, what,24yearrrPmaining! 
23,24 years remaininyon 1hatdelerral.Thosfnumbersget very large.Soailonyasyou'reroupliny that withatherwise taxable 
uicome, the time value of the money, as you say, the present valueof that is a very large number. 

Sotherearesomeelements herethatcouldgoeitherway that arequitelarge.And I thinkthatisone--whenwetalkaboutthe 
complexityofcapital on theCapitalside,thatis one oftheelementsofcomplexity,isthe uncertaintyofus beingableto project 
exactly what the tax posture i s  yoing forward. 

We entered into these transactions. The government then came out with proposed rule changes afterwards. And it depends 
on what time ofthe day we askour advisors their level of confidence in the sustainability of our tax positions. But those are 
extremely ~ those are actually, if we win, big aisets for Capital. If we lose, they're relatively small today, the liability. 

Unidentified Audience Member 

How do you think about buying assets which are sort of strategically hard to explain 
very complicated discussion of tax minimization! How do you think about how far you're willing to compiomise? 

Le., a baseball team if it furthers this 
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And irrondly. howdo you thinkabout the corporateopportunityqueition between the twocompanies if oneofGreg's potential 
acquisitions i s  in Internet commerce, something that might fit with LINTA better than LCAP? 

John Malone ~ LibertyMedio CEO 

Well, I think it is pretty clear that while we have not entered into any formal agreements, because it's one Board of Directors in 
a tr.lckinysto~kenvironment,it's pretty clear that Interactiveand retailinge~commerceappartunities belong in and will beon 
a clear first refusal basic available to the Interactive side of the business. 

So that I S  the way I think about corporate opportunity issues. I think the other was what kind of assets that we might have to 
trade for it. I think that is a function of our bargaining position. And we certainly wouldn't take asetr that we didn't believe 
represented good stores of value and reasonable accretion. 

Obviously, the best would be things that are rynergistic immediately with our other businesses. Whether or not wecan end up 
with enough leverage to extract businesses of that nature or we are fortunate enough to do so ~ if you remember, there was 
~l i i t~ fp re r rdbnu imypf fo r t s  t o s w a p w n r m x k  back toNpwr Corp. forNat Geoowerouldput i t  rogetherwifhDirrovery 
That was, for inslance, the kind of dSSelS that would be nirvana from d synergy and value point of view. Unfortunately, we 
couldn't yet the National Geographic Society to yo along with a transaction that I think News and Liberty could have agreed 
on. 

So this i s  all a function of what you can find and so on. You've got to putthis in the context of time, value of money, how long 
O W  would have to hold an asset that one was holding asa storeof value in order to perfect the tax  posture versus because you 
rrally loved I t  and thought it was going to [get the confluence]. 

The best of all worlds, of course, is therynergistic cash~flowingassetthat isaccretive theday you buy it. Now that i s  Greg'sfirst 
Job, IS to yo find only those kinds of assets. 

Greg Maffei  liberty Media ~ President & CEO 

Y c ~ .  and to fail. 

John Malone ~ LibertyMedio-CEO 

Rul a t  the other end of the extrmne, if you look a t  assets that have modest value growth, n o  leverageability, then you're really 
talking about timevalue issues and trading that off against the efficiency01 theoverall transaction. And somewhere in those 
two cxtremrT,you'rcyoingtoend up with, ifyouaresuccessfulin doingthisatall,you'regoing toendupwithassets. 

' $mean, in the rare of the deal we were trying with Sprint, where we were attempting to swap for the tower business, we were 
paying quite dn aggressive multiple for the tower business. On the other hand, they had good growth rates and they were 
cminently leverageable. And so we thought that was a very efficient transaction. 

Youranonly tryon rhesethings.Andyoucan onlyexpect rogetassetsfromtheothersidethat they'rewillingtoyieldfortheir 
overall benefit of their shareholders. We don't expect that we have leverage aver any of our counterparties sufficient that they're 
going to give us somerhing that's to the detriment of their shareholders. We think this has to be a win-win transaction. or i t  it 
,u\t !nut doable hyon? party nr the- other. 
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Greg Maffei ~ Liberty Medm ~ President X. C t O  

Recogniiing also if you have stock and you have a big position with votes or something, then maybe there's a desire on the 
management's pan to eliminate than to hold it. But they have some fiduciary obligations against the overall value. SC it i s  not 
Iikc they have CONpletC flexibility either. 

Unidentified Audience Member 

Could I just follow up! John, you mentioned before that your edge previously was TCI and all of its bargaining power. And 
bcsidesitscorporatcopportunity means that the lnternctcommcrcc thingsareallgoing into LINTA, then what i s  your edge in 
LCAP besidesGreg's brain and contacts? What is yourend-~ 

John Malone ~ LibertyMedra- CEO 

Wpil. we have had several  of course, there's the rub, as they say 

Greg Maffei ~ Liberty Media ~ President & CEO 

Desperately seeking market power. 

John Malone LibertyMedio CEO 

The point i s  you have to start with relatively ~ you either do a big acquirition ~-aher  all, we are going to have a lot of capital 
potentiaily. So you go aut and you buy market power by doing some big deal that you think is  a great business to own, and 
then you grow it from there. There are things ~~ stranger things have happened. 

And in reality, there was a point in time where wethought wewere buying Cendant.Therewasa point in time when we thought 
we wcrc buying Vivendi Onivcrsal. There was a time when we thought we were buying the German cable industly. 

So these things come by, and you see if you can make a deal, if i t  makes sense for you. 50 there i s  always that opportunity of 
what I would call a large-scale acquisition. Pro forma, we could generate a lot of capital. Maybe with the kind of leverage that 
i s i r  themarketplacetoday,Greg haspiobably-- herouldprobablystartthinkingabauta560 billion typeofthing?Right?Who 
knows! Microsoft i s  not doing that well. 

Rut, you know, so what you do is you do what you can do. You try and get the best returns you can on the capital you have, 
until 0 1  unless the opportunities show up, to really deploy it large-scale We're not going to be able to pull off this conversion 
avernight 50 this is going to be a staged process. And there may well be opportunities where the best return we can see i s  
shrinking rhP equity or rptiirning the capitnl dirertly In the shareholders~ 

That clearly i s  the alternative against which these other opportunities have to be measured. And I think that is the way we're 
lookingatthecapital company. We would love to think that we canfindanotherQVC.And maybe wecan. Ifwedo,you will be 
thefirstto knowabout it. 

But until then, we just have to satisfy ourselves with bunts and singles and decent returns and small deals and maybe a few 
more venture capital efforts that we think might lead to something big, but in any event have the positive attribute that you 
writc off thc loscrs and you hold and double down on the winncrs until you get to a batting averagc that is livable that way. 
And I think that i s  just the way we have to play it. 
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Admittedly, today, with prlvate equity having so much capital, i t ' s  hard to think that you're going to go out there and find any 
bargains in terms of large-scale acquisitions. And so our most likely action is to build up in the games area, to build up around 
S t a r i  Encore, play around with marginal returns in that area, and then to look at some of our affiliated businesses that we 
perrpiveas being undervalued. And maybe we decide that we ought to buy those. I mean, there's nothing like having a friend 
ontheBoardto heipstanthenegofiationolagooddeal. 

I can tell youquite honestlyLGI,forinstance. haraton of privateequityguyrrrawlingallaround itsuggestingthatitgo private. 
Greg says, well, for Gods sake, if anybody i s  going to take LGI private, why don't we? And that is a serious conversation. So I 
ques the thing I'm trying to ~~ 

__ 
Greg Maffei ~ Liberty Media ~ President & CEO 

I'm w r e  Mike Fries i s  loving this dialogue. 

John Malone ~ Lihrrry M d i o  ~ CfO 

No, there are lots of opporlunities in the world. But I think we have to start with saying, let's first of all make sure that we can 
efficiently monetizesomeofthese positionsand let's keepoureyeopened foropponunitiesand let's havea different attitude 
maybe than we had over the last three or four years about leverage. 

AndtheideaofL knowthatGregpresentedourexperiencewith buyingQVCandwhata homerunthatwarintermsofprivate 
Pquity~like return5. I know Mike Fries could talk about, say, Switzerland or France and what kind of returns he's generating in 
lhdl business by [rrinceritingl highly leverdging d pdrlicular asset usiny Ihe synergies lo drive down ltie inulliples and Illen 
refinancing i t  and taking your capital back out ~~ you can get very high incremental equity returns. 

And we have to be open to that kind of financial structure if we are going to compete and build things going forward. And I 
think that is really the message. And that really does open the door to large transactions. 

~ ~ .. .~~ 

Unidentified Audience Member 

Afew questionr on theexchangeable bonds that you talked about earlier. 

~~~~~~~~~~ ~~~~~~~~~ ~ ~~ ~~ ~ ~ ~ ~ ~ ~ ~ ~ _ _ _ _ _ _  

John Malone ~ Liberty Media ~ CEO 

I'm sorry, a few questions o w ?  

~ ~~~~~ ~~~~~~~~~ ~ ~ ~ ~~ .. ~ ~. 

Unidentified Audience Member 

Abvul the exchangeable bonds. You alluded 10 the iubstanlial Lax benefits that these bonds give you. At some future point. Is 
thew a givebackof those advantages. depending on if you redeem them or if you convert them above par? 

John Malone ~ Liberty Media - CEO 

Surr  When ihryexpiw, youowe thfgovernmrntall the taxes you havedeferred Snyouran'tjusr--it is not mad mon~y--you 

can't just take it and spend it. But i f  you look a1 i t  within a findncial plan, i t  is really your chedperl source of borrowing, which i s  
you're borrowing from the government at zero interest rate. 

i>2mbTnomr(m Findn~1~1,R~p"bliihed with perrnl5Mn No part ofrhi i  publication may k reproduced or rranrmbttcd in any form or by any rneanswilhoutthc 
prior wri'tcn con5erfof Thomion Financml 



But youarc bairowing.ltdacsaccrcte.And thconiythinglwas pintingoutisit'savenllargenumber. I mean,asitcompounds, 
it gets to be a very large number. So you have built in a very large forward shelter. But you do have to pay the piper at some 
p i n t .  But now that is going to be beyond my anticipated term as Chairman. 

Unidentified Audience Member 

You u i d  there might be a difference of opinion between you and the IRS on the tax deductibility of those [multiple speakers]. 
Are you talking about i t  with them? Is there a date by which i t  might be resolved? 

John Malone Liberty Media. CEO 

I wish I knew theanswerto that questian.We have not yet beenchallenged.We knowthat similar but notidentical transactions 
are being reviewed by other issuers that we are in contact with. and so we can foilow what their current discussions are. Our 
tax guys still give us a ~ what i s  it? ~~ highly likely, I think is what they say, that we prevail, because we just followed the rules 
when the rules were in place. So we think we are in very good position to defend it, or we would not be doing it. But there is 
an uncertainty related to it. 

Unidentifled Audience Member 

You haw a program to imaybe potentially buy back some of these trackers back? 

Greg Maffei ~ Liberty Media ~ Prexident & CEO 

We don't have ~~ we have announced authorization. So we have the ability. We haven't announced any particular program 

Unidentified Audience Member 

Would you ronsidrr buying back ~amcofthescexchangcable bonds, becausesomeof them arc trading as substantial discounts 
right now because of the underlying shares and maybe book some profit on that transaction? 

John Maione ~ LibertyMedio-CEO 

Well, you know, the problem with buying thcm back is your trigger this recapture on thcse tax invcstments and you eliminate 
thr futurc tax dcduaians. So wc have cxplored structures whereby we can lock in the discount. but not through counterparties, 
but not trigger any tax event. And weareactively -- we havea veryactive finance depanment that isactively exploring tranSactions 
of that nature becduse it would bevery nice to lockin that10%discount. for instance. in theSprintexchangeabies. 

~~~~~ ~~~ ~~ ~~~~~~~~ ~~~~ ~~~~~~~ ~~~~~~~~ ~.. ~~ 

John Orr Liberry Media VP, IR 

No more quntions? Okay. Well. thank you very much for coming. Thank you to all of our presenters and all the people who 
have joined. And thank you for being shareholders in Liberty Interactive and Liberty Capital. 
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Impwtnnt S"tiw: I ibiny hlcdia Cmqxmt!ai ( ~ ' 1 . k r " ' ' J  iNYSE. I.. I I I C  Rj CF,O. John hlalonc. and Prisidca. Kohsn Uemm. wi l l  discuss 
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11, ( 1 ~  pr"\ d c i i i c  ~ ~ 8 1 1  iilsv hi. av,t>l.!hlc on I l ic h h i l l v  hledi;i trch rile. 

Cnglc\\~ood. Colorado ~ On August 5 .  2005. Libcrty filcd its Fomi IO-Q with thc Sccurities and Exchange 
Commission for the three months aided June 30. 2.005 The following release is being provided to 
siipplcnicul the informalion provided Lo investors in Liberty's Form 10-Q as filed with the SEC. 

I.ibcrty is a holding cornpan) which. through its ownership of intcrcsts in subsidiaries and other 
companies. is primarily engaged in the electronic retailing, media, conmunications and entertainment 
industries. 

In 2004. Libcrty had organized its busmesscs into thrce groups - Intcractivc Group, Networks Group and 
Corporatc and Other. On July 2 I .  2005. Libcrty spun off its newly formcd subsidiary, Discovery Holding 
Coinpan> (DHC) DHC's assets arc conipriscd of Liberty's 100% owncrship interest in Ascent Media 
Group. IIIC. .  \%liicli was iucluded i n  its Interactive Group, its 50% o\vnership intcrcst in Discove, 
Communications. Inc (DCX). nhicli \\as included in its Networks Group and $200 million in cash. After 
completion of this spin off. Libcrt? iio\\ operates and analyzes its businesses individually. rather than 
combining thcm with other businesses into groups. 

As :I siipplcniciit to Libcrt) 's consolidatcd statements of operations; the following i s  a prcscntation of 
financial infonilation on a stand-alone basis for the following privatcly hcld assets owned by or in which 
Libcrty hcld an iiitcrcst at Junc 30 ,  2005: 

I lnlcss othcnvise iioted. the following discussion coniparcs financial information for thc thrce months 
ciidcd Juuu  30; 2005 to the same period in 2.004. Please sec pagc 9 ofthis prcss release for the definition 
of operating cadi flow and a discussion of management's usc of this perfomimce measure. Schcdule 1 to 
this press release provides :I reconciliation of Libcrty"s consolidated segment operating cash flow for i ts  
operating scgments to consolidated earnings from continuing operations before income taxes and minority 
intcrcsts. Schcdulc 2 to this press release provides a rcconciliatioii of the operating cash flow for each 
privately hcld assct prcscntcd herein to that asset.s operating income for the same period, as dctennined 
iiiidcr GAAP. Certain prior pcncd amounts have been reclassified for comparability with the 2005 
prcscntation 

QVC. Inc.. a consolidalcd. 9X.5% owned subsidiary; 
Starz Entertainment Group LLC (SEG). a consolidated. wholly-owned subsidiary: and 
DCI. a privatcl? hcld equity affiliate included among the assets spun off with DHC. 
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QVC's rcvcnuc and operating cash flon increased 15% and 17%. respectively 

O V C s  doiiiestic revenue and operating cash flow increased 1 I% a i d  12%, respectively. The domestic 
rcvciitlc incrcasc \vas primaril? attrihutcd to incrcascd sales to existing subscribers principally in the areas 
of apparcl and acccssorics. The domestic operations shipped approximately 26.4 million units during the 
quarter. an iiicrcasc of 9%~.  The average sclling pricc increased 5% from $40.58 to $42.42. QVCcom 
salcs as a pcrcciitagc of domustic salcs grew from I4 9% in the sccond quarter of 2004 to 17.5% in 2005 
l l i c  donicslic opcraliny cash flou margins increased 20 basis poiiits from the prior period duc to a higher 
gross profit margin. The gross iiiargin increased during the quarter primarily due to a shift in the product 
mix from home to h~ghcr margin apparel and accessories products and due to improvements in warehouse 
and distribution operations, 

0VC.s international operations cxpcrienced positive results for the quarter due to a combination of 
grater salcs to existing subscribers, new subscriber growth and favorable foreign currency exchange 
rates. Revenue from international operations increased 24% as a result of a strong performance from each 
of the iiiteimatioiial divisions Exchiding thc cffcct of exchange rates, international revenue increased 
20% Primarily as a result of thu sales increase. operating cash flow of the international operalions 
incrcased from $57 million to $76 million. or 33%. While the gross profit margin declined by 
approximatel! 30 basis points. the international cash flow margin increased from 15.9% to 17.1% due to 
g a t c r  operating leverage of fixed expenses. The dccreasc in gross margins was due to changes in initial 
margins. product mix. and invcntog obsolcsccnce methodology. Excluding the effcct of exchange rates; 
QVC's international opcrating cash flow incrmscd 30% 

Etkctivc May 20. 2005. QVC cntcred into a $2 billion hank credit facility. The credit facility is 
conipriscd of an $800 million term loan that \\as drawn at closing, an $800 million term loan that can be 
dra\iii at an! tinic hcforc Scptcnibcr 30. 2006. and a $400 million revolving loan Ail loans are due and 
pa!ablc on Ma!. 20. 201 0 QVC's outstanding dcbt balance was $800 million at June 30, 2005. 

SEC 
SEG's revenue incrcascd 8% to $ 2 i X  million \\bile operating cash flow decreased 24% to $47 million. 
The incrmsc in rcvcniie \\.as primarily duc to an increase of 15.1 million subscription units, or 9%. from 
the sccond quarter of 2004 Whilc SEG cxpcnenced a 10% increase in Thematic Multiplcv subscription 
units. which h a c  lo\icr subscriptioil rates than othcr SEG scm~ces, SEG also saw increases of 6 %  in both 
Starr and Encore Limts. Tlic increases in subscription units were due in part to increased participation 
with distributors in national markcting campaigns in thc sccond half of 2004. increased digital penetration 
and othcr marketing strategies 

SEG's operating cxpcnscs increased 20% The incrcases were due primarily to higher programming 
costs. \\hich increasd from $133 million for the thrcc months ended June 30, 2004 to $167 nullion in 
2005. and increases in S.G&A expenses. The programming increases were due to higher costs per title as 
a result of new rate cards for movie titles under certain of its license agreements that were effective for 
movies made available to SEG beginning in 2004. Whilc the higher rate card took effect at the beginning 
of 2004. proganiniing expense In the sccond quartcr of 2004 also Included the amortization of 
programmini: costs related to movies under the lovcr rate card in cffcct prior to 2004 as SEG's first run 
c.xhibition \vindow typicall) nins 15 to I 8  months. Amortization of programming costs under these lower 
i~atc cards w a s  subs tan ti all^ complete at the end of March 2005 An increase in the pcrczntage of first-run 
movie exhibitions utilized (which have a relatively higher cost per title) as compared to the number of 
libran product cxhihitions uttlired in the sccond quarter of 2005 also contributed to higher programing 
costs. S.G&A cxpcnscs increased primarily duc to an $8 million credit recorded by SEG in 2004 related 
to the recowry of ccrtain accounts receivable from Adelphia Communications. These increases wcrc 
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partiall! offset by lo \m sales and markcting expenses as national marketing campaigns in the second 
quarter of 2005 ucrc scaled back compared to thosc during the sanie period in 2004. 

In the second quarter of. 2005. SECi and Conicast renegotiated their affiliation agreement. The new 
agreement eliminates C0mcast.s packaging commitment for the Encore and Thematic Multiplex channels 
(EMF') and providcs for a fixed fee payment structurc, with certain CPI adpstmcnts, for EMP through 
2009. The agreerncnt also provides for a guaranteed paiment structurc for Conicast's carriage of Stan 
through 2012 with contractual increascs for 2006 and 2007 and annual CPI adjustmcnts for the remainder 
of thc term "tie foregoing paynicot structurc for EMP and Starz may be adjusted in the evcnt Comcast 
acquires or disposes of cable s?stcnis. Finally, Comcast has a g e d  to the climination of certain future 
marketing support commitments from SEG. As a result of this new agreement, SEG's future revenue 
from Comcast for its EMP and Starz products will not be impactcd by any increases or decreases in actual 
subscribers. except in the case of acquisitions or dispositions noted above. The terms of the EMP and 
Starz pahmcnt structures can bc extended by Comcast. at its option, for a total of six years and five years, 
respectively. 

Discovery 
DCl's revenue of $660 million and opcrating cash flow of $184 million arc 12% and less than I %  ahead 
of thc same period a year ago. respectively. DCl's afiliated networks reach more &an 1.3 billion 
ctiniulative world\\ idc subscribers. 

U S .  Networks rebenoc increased b> X1% due to increases in affiliate rcvenue. U S. Networks had a 12% 
increasc in paying subscribers which. when combined with lower launch support amortization. led to a 
23'%, increase in net affiliate revenue. Lower launch support amortization, a contra-revenue item, is the 
rcsult of extcnsioiis to certain affiliation agreements. Yet 'advertising revenue was flat as increases in 
CPM's \+ere offsct b\ lower ratings and audience delivery at certain netivorks. Operating expenses 
incrwscd RUG due to increases in progranuiiing rclatcd expenses. partially offsct by sales related expenses. 
Opcrating cash flow incrcascd h? 9% to $ I 8  niillion 

International Netuorks revenue increased 23% due to increases in both affiliate and advertising revenue 
aiid favorable cxchangc rates Net advertising revenue increased 28% driven by audience impact growth 
111 the IJK combined with advertising revenue generated by new channels launched in Europc. Net 
affliatc revenue increased by 23% due to increases in paying subscription units iii Europc and Asia and 
international joint venture channels combined with contractual rate incrcases in certain markets. 
Subscriptioii uiiits incrcascd 42% due to increases in nearly all regions. Subscription units grew at a 
faster rate than rcvciiuc primarily due to a disproportionate increase in subscribers in China which have 
free carriage. Operating expenses increased 38% due to the previously announced investment in its 
L,ifcst?lcs category designed to highlight arid streiigthcn tlwt catego?. Operating cash flow decreased 
32"A) due to the increased expenses Excluding the effects of exchange rates. revenue increased 20% and 
operating cash flou decreased 42% 

Revenue in the Commerce. Education and Other division incrcascd by 21%. principally as a result of a 
6"4 increase in sanie store sales and a $3 million. or 59%. increase in revenue at Discovery Education. 
Discovery Education revenue increased due to acquisitions that were made over the past year and an 
iiicrwsc in thc number of schools purchasiiig its products and services. Operating cash flow decreased 
25% primarily due to adhtional cxpcnscs related to Discover?. Education. 

DCl's outstanding debt balaiicc w a s  $2.5 billion at liirie 30; 2005 
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2005 2005 

8.374 
3.325 4.173 
8.441 8.315 8.473 

Cash and Debt 
The folloving prcscntat~on is provided to separately identify cash and liquid investments and debt 
information 

:o,,rounl,r 111 mi/l;on.sj 
Cash and Cash Related Investments: 
Consolidated Cash (GAAP) 
Consolidated Short-Tcnn Investments ( I )  
Consolidated Long-Term Marketable Sccuritics (2) 

Total Consolidated Cash and Liquid Investments 

Debt: 
Senior Notes and Dcbeiitures ( 3 )  
Senior Exchcangcablc Debentures (4) 
Other 

LCSS Uniuiiortizcd Discount Attributable To Call Option 
Total Debt 

Obligations 
Unamortized Discount 

Consolidated Debt (GAAP) 

June 30, 
2005 

'6 1.387 
6 

IO9 
$ 1,502 

'6 4.813 
4,588 

910 
$ 10,331 

( 2  246) 

- __ (18) 
$ 8,067 

- -- 
CllrrCllt dlEC 

March 3 I 
200s 

1.347 
4 

240 
139 1 

5,XYS 
4.sxx 

177 
10,660 
(2.26X) 

(19) 
8,373 

June 30. 
2004 

1.931 
38 

3 80 
2,349 

6.998 
4.628 

97 
11,723 
(2.363) 

( 2 2 )  
9,338 

Libcrty.s Total Coiisolidatcd Cash and Liquid Investments dccrcased $X9 million and Total Debt 
dccreascd by '6329 million from March 3 I ,  2005 The decrease in Total Debt was due to the tender offer 
cvccutcd in April 2005. repaymcnls of short term borrowings, and rcpaynents of corporatc dcbl as part of 
the debt reduction plan announced in the fourth quarter of 2003, offset partially by borrowings against the 
QVC bank credit facility. Total Consolidated Cash and Liquid Investments decreased as cash flow from 
operations of Lihert.r's subsidiaries were more than offset by the debt repaymcnts and interest expense. 



ZOOS OllTI.OOK 

ov( 2005 Gu1d;cncc U ~ h a i l ~ d  

l l i c  follouing estimates assume pnmanly, among other factors, that product mix, foreign currency 
cxchangc rates and domestic gronth rates are consistent with the first six months of 2005, and 
intcrnational growth iratcs cxpcricnce a slight slowdown compared to prior ?cars 

For full year 2005 bcrsiis 2004. QVC opcralbig results are expcctcd to incrcasc as follows: 

Rcvcnuc by low doublc digits "4 
Operating cash flow by mid teens '4) 
Opcrating i~iconic by mid teens 'Yo 

SE-G- 2005 Gui&~cgUnchanrcd 

The following cstiinatcs assume. among othcr factors. that SEG continues to experience positive trends 
under its affiliation agrzcincnts, SEGs distributors continue to scc growth in digital subscribers consistent 
~ i t h  that experienced i n  2004. the quantity and the timing of rcccipt of output product from the studios 
docs not imateriall? change from that cxpei~ienced in 2004. and Starr subscription units continue to 
increasc Tlicse estimates firrthcr ass~iiiic that SEG's 2005 programming costs increase between $1 00 
inillion and $120 million owr  amounts cxpenszd in 2004. 

For full ycnr 2005. SEG operating results arc cxpccted as follows: 

Rcvcnuc bctwccn $1.000 and X I.050 million. 
Operatiiig cash tlo\v betncen $151) and $170 million 
Operating iiicoiiic bctwcen 1664 and $X4 inillioii. 

D(I ~ - 2 0 0 5  Guidance U n c h a n d  

Thc follo\\ing cstiinatcs assume. among othcr factors, continucd increase in the amount of advertising 
dollars spent with cable iictworks a compared to broadcast networks, stabilized ratings at the domestic 
iictworks. irivcstnicnt in thc international lifcstyles and education initiatives. and a stable national retail 
environment 

For full year 2005 versus 2004. DCI consolidated operating results are espectcd to increase as follows: 

Rcvcnuc by mid teens %. 
Opcrating cash flow by low doublc digits % 
Operating income by approximately 10%. 

OUTSTANDING SHARES 

At Junc 30, 2005. there were approximately 2.802 billion outstanding shares of L and LMC.B and 74 
million sharcs of 1. and LMC R rcscivcd for issuance pursuant to warrants and employee stock options 
At Junc 30. 2005. lhcrc wcre 22 million options that had a strike pncc that was lower than the closing 
stock price. Excrcisc of these options nould result in aggregate proceeds of approximately 16126 million. 



OTHER EVENTS: 

Lihertv Comdetes Suin-Off of Discovery Holdine Cnmuany 
On July 2 I. 2005~ Iibcrty announccd that it had successhlly conipleted the spin off of  Discovcry Holding 
Company through thc distribution of' all of' thc outstanding shares of DHC common stock to Liberty 
stockholders of record on July 13. 2005 .  Liberty no longer has any ownership interest in DHC and DHC 
no\\ trades on tlic NASDAQ National Market under the s)nibols DISCA and DISCB. In the spin off, 
cacli sharc of Libcity Scrics A and Scrics B common stock received 0.10 shares of DHC Series A and 
Scrics B common stock, rcspcctivcl?. DHC is a holding company for its wholly-owned subsidiary, 
Asccnt Media Group. and 50'Xro\\ncd Discovcry Comniunications. hic, 

President and CEO Robert Bennett Announces Intention to Retire 
On August 3, 2005. Liberty announccd that its Prcsident and CEO, Robert R. Bennett, has informed the 
Board of Directors of his intention to retire as of April I _  2006. Mr. Bennett will remain a director of 
Liberty and will continue to work with the company on special projects. In addition. lie will continue in 
his positioii as President and a dircctor of Discovery Holding Company. the former Libeity subsidiary 
that was distributed to shareholders on July 21 of this year. Liberty's Chairman, John Malone, has been 
clcctcd to scrvc as CEO until a succcssor has bcen identified. 

Coiitact Mike Encksori (877) 772-1518 
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SIIPPLEMENTAL. IVFOKMATION 

As a supplement to L iber t ) '~  consolidated statements of operations, the following is 3 presentation of 
quartcrl? tinanci:il illformation and operating mctrics on a stand-alone basis for the thrcc largest privately 
held businesses (QVC. Inc.. Starr Entertainment Group LLC and Discoven. Communications, Inc.) 
oviicd by or i n  jvhich Libcrt? held an interest at June 30, 2005. 

Plr;isc scc page 8 t b r  thc definition of opcrating cash flow (OCF) and Schedule 2 at the end of this 
document for reconciliations for the applicable periods in 2005 and 2004 of operating cash flow to 
operaling income. as dctcrmincd under CAAP. for each idenhficd entity. 

The sclccted financial information presented for DCI \\as obtained directly from DCI. Liberty does not 
control the dccision-making proccsscs or business management practices of DCI. Accordingly. Liberty 
relics on DCl's managcincnt to provide accurate financial information prepared in accordance with 
gmral ly  accepted accounting principles that Liberty uses in the application of the equity method. 
Liberty is iiot mare .  howcvcr, o t  any errors in or possible misstatements of the financial information 
provided to it by DCI that noiild haw a material cffect on Liberty's consolidated financial statements. 
Furthcr. I,ihcrt> could not, miong other things. cause DCI to distribute to liberty its proportionate share 
of the rcvcnuc or OCF of DCI 
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QLJAJKlF,RLY SUMMAKY 

'~m107,111.s ill ,,,,i/K,,,.,~ 

QVC, INC. (98,S"h) 

KC\CIIUC Iiitcrn)itioiiiil 
Kcvciiue Total 
OCf ~ Domestic 
OCF ~ lmcriiiitioniil 
OCF Tolal 
Operaling Income 
Cross Margin .Domestic 
Cross Mirgin liiternational 
Homes Rcaclicd ~ Doiiicstic 
Homes Rcaclicd ~ Intern;ition;il 

STARZ ENTERTAINMENT CROUP LLC (100%) 
Rocnuc 
OCF 
Operating liicoine (Loss) 
Stibscriptiou Units ~ Star/.! 
Sobreriplion IJnits -~ Encore 
Subscription Units ~~ 'Thematic Multiplex & Other 
Subscription Unils ~ Total ' ' I  

DISCOVERY COMMUNICAIIONS, INC. (50.0'%,) '*) 
Rcvcnuc ~ U.S. Nctnorks ' I '  

Revcnuc ~ Intcrnalional Nclworks " 
Kc\ ciiiic ~ Coinnrcrcc. Educ;ilion X Other ' ' I '  

Re\ untie ~ lotiil 
OCI: U S Nelivorks ' I '  

OCF ~ International Kctworks " 
OCF ~ Cominerce. Education K. Ollicr "" 

Operating lncoiiie 
Subscription Unils ~ U.S Nctnorks '''.'.' 
Shscriplioii llnits ~ Iutcrn;ition;il Nclnorks ' ' I  " '  
Suhscriplion ~ ~~~ Units ~ Total lX '  

~~~~ ~~~ ~~~ ~~~ 

OCF ~ 'rotai 

~~~ ~ ~~~~~~~~~ ~ 

~ 

2QO5 

$ 1.034 
445 

$ 1,479 
$ 248 

76 
$ 324 
6 193 
38.0% 
36.7% 

Kl.9 
6Y.X 

_____ 

_____ 

_____ 

- .. ~~ 

_____ 

$ 258 
$ 47 
$ 36 

1.1.1 
2.1 9 

140.0 
179.0 

_____ 

_____ 

$ 155 
I77 

$- .66.,~ 28 
_____ 
$ 183 

2 1  
0 
$ 184 
$ l ~ 3 0  

616 
646 

1.322 

__ _. 

__ - 

~. 
lQo5 -~ 

1.025 
J3Y 

1.464 
21 1 
82 

321 
200 

37.3% 
38.2% 

89 I 
68.2 

~ 

_______ 

___ 

254 
48 
36 

14.0 
2 1  5 

135.3 
I73.X 

_______ 

_______ 

416 
I59 
26 

60 1 
147 
25 

118 
'9 7 

666 
576 

1.242 

~ 

_______ 

0 
~ 

- 

_____ 
JQ04 ~. 

1.347 
476 

1.823 
334 
77 

41 1 
290 

36.8% 
34.0% 

88.4 
66.0 

~ 

~ 

___ 
_____ 

248 
46 

1 
14.1 
21.5 

134.2 
172.8 

~ 

_____ 

413 
171 
109 
693 
140 
26 
I6 

182 
159 
667 
565 

1.232 

_____ 

_____ 

_____ 

~ 

____ 

~ 

3004 _____ 

932 
360 

1.292 
210 
61 

27 1 
153 

36.8% 
37.6% 

87.8 
64.8 

_____ 

~ 

_____ 

~ 

245 
62 
46 

13.7 
23.9 

129.7 
167.3 

__ 
~~ 

385 
146 
26 

557 
151 
26 

161 
129 
663 
548 

1.211 

_____ 

_____ 

0 
~ 

___ 
~___ 

~ 

2Q!?L 
Y30 
359 

221 
57 

278 
164 

37.8% 
17.0% 

87.3 
63.4 

~ 

1.289 
~ 

__ 
_______ 

238 
62 
48 

13.3 
23.4 

127.2 
163.9 

~ 

___ 

421 
144 
22 

587 
168 
31 

183 
118 
648 
155 

~ 

_______ 

0 
~ 

~ 

1,103 
~ 



.. . 
' I 'hcs~. \ent&es are coirtrolled hv 1 X I  and consolidated intoihe resulis o1l)iscovcq N c l w r k s  Intcrnalionel 'Ihr rquihi in 

ets of these pint  \'entiires is predoniiiiatitly held 50150 hy I)U and BBC. ll'iceplions iiirolve prlicipants related to 
tlic local markel 111 n h c h  n spccitic nel\\ori\ operalc-5 

DCI - Discovery Networks International - Equity Affiliates: 
1)CI :1ccoim1s lor ils inleresls "1 !om1 v~nlures  11 does no1 coiitrol a s  q i u i y  mclhod ~nvestnienls. l l ir opemlmg results at. 
join1 vmturcs llliil 1x1 dccs not uiiitrol, including Ihcovep  Chiuincl Canada, Iliscoveq Channel Japan, Discwev Kids 
Cirnndzi. 1 ) ~ ~ c o v e r y  I lome & I lralth Canada. I)i.mven, Civilization Canada, and Aniinal Planet Canada are no1 consolidated 
ond arc not Ictlccled i n  the results prrscrited ahorc. 

nC1 - Ciimmcrce. Education and Other ('ommrrce, I'dncniion & Other is comprised o fa  North American chain of-1 12 
1)iscavt.n Channel retiiil stores, mail-order catalog business. an oil-line shopping site, a glohal licnisinc and slralcgic 
partnerships husinesr. and an educational businas that reaches many students in the IJ.S through the sale ntsupplenicntal 
hardcup, products and the delivery ofstrenining video-on-demand through its digilul inlcniel m a h l d  platfomis 

DCI - Discovery Netwo U.S. - Subscription Units: Inclndes 7.1 million, 7.1 million, 6.9 million, 6.9 million and 6 8 
million subroriplmi u u t  .ociatcd with the IJ S tied of'l1.C into certain iniirkcls in Canada. Also includes 42 I million, 
J1 9 Iniillion. .$(I 9 i i i i l lm, ,  40 5 million mid 79 I million subscription units for B13C America, a service in wliich Discovery 
thcs in01 ha\e iin oi\ncrship iiileiest hul 15 rcspunsihle fix distribution and advertising sales scrnces m the TJniicd States. 

DCI - Subscription Units. Subsuipliim iiiiits iiicliidc ( I )multiple ~ i r l w u ~ h s  ~ccelvcd i n  Ihe same household lliiii suilwiibc 
10 nio~cl than onc neti~ork. (2 )  suBscnhers lo !om1 venlurc networks. ( 3 )  suhscrihas that arc reached Uuou& hrnnded 
p q w n m n g  hlocks, which arc providrd wilhoul charge, and (4)  liousrholds that rcccivc DCI programming networks 
$\11Iiout charge porsuant to various pricing plaiis lhiil include lice periods anUm h e  cnrriagc. 

NON-GAAP FINANCIAL MEASURES 

This press rclcasc includcs a presentation of operating cash flow. which is a non-GAAP financial 
measure. for each of thc privately held assets of Libetty includcd herein together with a reconciliation of 
that non-CAAP mcastirc to the privately hcld assct's opcrating income, detcrniincd under GAAP. Liberty 
dctincs operating cash tlon as revenuc less cost of salcs. opcrating espenses, and sclling. general and 
administrative expenses (excluding stock and other equity-based compcnsation). Operating cash flow as 
dcfincd h\ Likrty. cscludcs dzpreciation and amortization. stock and other equity-hascd compensation 
and ~cstnlchiring and impairineut cliarges that arc iiicludcd ill the ineasurenicnt of operating income 
piirsuant to GAAP. 

Liberty believes operating cash flou is an important indicator of the operational strength and perforniance 
of its businesses. including the ability to service debt and fund capital expenditures. In addition, this 
measure allows management to vie\+ operating results and perform analytical comparisons and 
benchmarking between busincsses and identify stratcgies to improve performance. Bccatise operating 
cash flow is u s d  as a mcasurc of operating pcrformance. Liberty views operating income as the most 
dircctly coinparablc GAAP measure Operating cash flow IS not meant to replace or supercede operating 
mcoiiic or m y  other G M P  nieasurc, but rather to supplement the infornlation to present invcstors with 
the sanie information as Libcrt?'s managemcnt considers in assessing the results of operations and 
performance of its assets. Please see the attached schcdules for a reconciliation of consolidated segment 
operating cash flow to consolidatcd earnings from continuing operations before income taxes and 
minority interest (Schedule I )  and a reconciliation; for our two largest consolidated subsidiaries and our 
largcst equity affiliate, of each identified cntit>'s operating cash flow to its operating incomc calculatcd in 
accordance with GAAP (Schedule 2) 
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LIBERTY MEDIA CORPORATION 

SCHEDULE I 

lhc  following tablc providcs a rcconciliation of consolidated segment operating cash flow to earnings 
from continuing opcrations hcforc incoinc taxcs and minority interest for the three months ended June 30. 
1005 and 2004 

Consolidated segment operating cash flow 
Stock compensation 
Depreciation and amortization 
Interest cxpcnsc 
Rcalizcd and unrcalircd gains (losses) on financial instruments, net 
Gains (losscs) on hspositions ofasscts. net 
Notitctnporan dcclincs in t i i r  valuc of invcstrncnls 
Orhcr. nct 

Earnings from continuing operations before income taxes and 
minority interest 



LIBERTY MEDIA CORPORATION 

SCFIEDULE 2 

Ihe  following tables provide reconciliation. for our two largest consolidated subsidiaries and our largest 
cquity affiliate, of operatins cash flo\i to opcrating income calculatcd m accordance with GAAP for the 
threc months ended June 30.  2005. March 3 I .  2005. December 31, 2004. September 30, 2004, and June 
3 0 .  2004. rcspcctivcl?;. 

~ 
~ ~- ~~~~~~ 

'nn,ris,,l.r i,, millr",r.Y) 
QVC, INC. (98.5"/0) 
Operating Cnsh How 
rkpreciaiion and Aniorti%iition 
Stock Compcnsaiion Expcnsc 
Oilier 

Operatins Incnmr 

STARZ ENTERTAINMENT GROUP l,LC (100%) 
Opcrating Cash Flow 
Depreciation and Amortiration 
Stock Coinpensdiiation Expense 
Ollicr 

Operating Income 

DISCOVERY COMMUNICATIONS, INC. (50.0%) 
Opcreliiig Cash Flow 
Depreciation and Aniortiratioil 
Long-Terin Inccnlivc Plans 
Other 

Operatinl: Income 
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I,iherty Media Corporation 
Third Quarter Earnings Release 

Impcinant Yioiirc: I.tbeni L l d i a  Coiporiilior (~'i.~lxri?") (NISI;. 1.. i.hlC U) CEO, J d m  hhlone. and President, Rohol Hcntail, will d~rcusr 

'981.491 I (11 (X!iO) Xi%'>I%3 111 leial I O  n)iniiles pnor io lhc it,M l i m e .  Replays ofthr rwnference call can he rwesed from 1:3n p.m. (El) OII 

\o\cinhcr % 2!l!l1 t l r r 'ugh 5 !IO 9'" (E l  I U<,rcnihcr 16.  2005. h! dialing (119) 417-0820 w (88X) 2!13-l I I2 plus lhe p a s  cudc 939324011 ?he 
l a i l  wll BIW hc hroadcasl ' 1 1 )  d ~ c ~ s s  iiw iveh iii g<, i o  hftp:l/wnv l i h ~ n ) m e d i a . f ~ ~ ' i " ~ ~ s ~ ~ ~ ~ ~ ~ l ~ l i ~ ~ ~ ~ ~ ~ ~ ~ " l ~  him. 

1 .inkI lo 11111 p r " ~  relS.~\c 1%111 d s u  bc ,d1 .&aiahk on Ihc i.tk+ h l ~ d t n  wrh vtc 

1 8 t m t i ~ u  ~ m ~ ~ , ~ -  ,, cuaImr.rlci. WM, d hcgln ;,I in.'in z3.nl (ET) ,vuVealher 9, 2005 me can he a ~ ~ a r r d  I.? d i a l l n g ( ~ l ? )  

amw lhc InIenict 

liiiglc\\md, Colorado ~ On November 9. 2005, Libcrty filed its Form 10-Q with thc Securities and 
Exchange Commission for thc three nionths ended September 30. 2005 Thc following release is k i n g  
provided lo suppleincnl thc infurmatioii provided to investors in Liberty's Form 10-Q as filed with the 
SEC 

Libert: IS a holding compaiiy which. through its ownership of interests in subsidiaries and other 
companies. is primarily engaged in the electronic retailing, media. communications and entertainment 
iiidustncs. 

In 2004. Libcrty had organized its businesscs into three groups - Interactive Group, Networks Group and 
Corgoratc and Othcr On July 2 I .  2005. Libcrty spun off its newly formed subsidiary, Discovery Holding 
Coinpan\ (DHC) DHC's assets arc compriscd or Liberty's 100% ownership interest in Ascent Media 
Group. Inc . which \vas includcd in its Interactive Group. its 50% ownership interest in Discovery 
C'onununicarioiis. Inc. (DCI). nhicli was included in its Networks Group and $200 million in cash. After 
complction of this spin off. Libcrt!. now operates and analyzes its businesses individually, rather than 
combining thein with other busincsscs into groups. 

Libcrt? has identified the follo\\ing businesses. which werc privately held entities owned by or in which 
I .ibcrt? held an interest at Scptember 30. 2005. r?s its reportable segmcnts: 

4s a supplement to Liberty's consolidated statements of operations includcd in its third quarter 10-Q. the 
foliou ing is a prcscn:nt?tion of financial information on a stand-alone basis for the forcgoing pnvately-hcld 
;Issets 

Unless olhemisc noted. thc following discussion coinpares financial information for lhe three months 
unded September 30. 2005 to the same period in 2004. Please see page 7 of this press release for the 
definition of operating cash flov and a discussion of management's use of this performance measure. 
Schcdule I to this press release provides a reconciliation of Liberty's consolidated segment opcratjng cash 
Ilo\\ for its operating segments to consolidated earnings from continuiiig opcrations before income taxes 
:md minority interests. Schedule 2 to this press release provides a reconciliation of the operatiug cash 
tlon for each private11 held entity prcscnted herein to that entity's operating Income for the same period, 
;is dctcmiincd tinder GAAP. Certain prior period amounts have bccn reclassified for comparability with 
the 2005 presentation 

QVC. Iric.. a consolidatcd, 98.4% o\mcd subsidiaq; and 
Starz Entertainnicnt Group LLC (SEG). a consolidated. wholly-owned subsidiary 
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0VC.s domestic rcvcnuc and operatiill: cash flow increased I 1 ? 4  and 12%, respcctively. The domestic 
rcvcnuc iiicrcasc was attributed to increased sales to existing subscribers primarily in the areas of 
accessories and je\l-eln. The domestic operations shipped approximately 25.8 million units during the 
quarter. an incrcasc of 7%. The average selling price increased 5% from $41 60 to $43 69. QVC.com 
sales as a perccntagc or dorncstic sales greu li~om 15% in the third qiiartcr of 2004 to 17% in 2005. The 
doiiicstic operating cash tlov margin rcmaincd flat from the prior period due to efficiencies in call 
!handling and staffing. lower telecommunication espenses and an increase in the mix of internet sales 
offxt by a slight decrease in gross margins 

OVC's international operations cxpcrimced positive results for the quarter due to a combination of 
greater sales to existing subscribers as wcll as new subscriber growth offset slightly by unfavorable 
forc~gn currency exchange rates. Rcvcnuc from international operations increased 21% as a result of a 
strong perfonnancc from each of thc international dwisions. Exclucl~ng the effect of exchange rates, the 
Intcmational revenue iucreasul 22%) Primaril) as a result of the sales increase. the operating cash flow 
uf the internalional operations incrcdsed from $61 rnilhoii to $71 million. or 16%. The international cash 
(low margin decrcascd from 17% to Ih% duc to a decrease in the gross margin percentage partially offset 
by sreatcr leverage of operatins expenses. The decrease in gross profit margins was due to changes in 
initial margins. product mix and inveiitor?. obsolescence requirements. Excluding the effect of exchange 
ratzs. QVC's intcniatioiial operating cash flow increased 17% 

QVC"s outstanding debt balance \vas $XO0 million at September 30. ZOOS 

- SEG 
SEG's rcvciiuc rcmaincd flat at $245 niillioii while operating cash flu\% dccrcased 24% to $47 million. 
Revenue remained flat primarily due to an increase of 13.2 million subscription units, or 8%. from the 
third quarter of 2004 oflset b\ a dccrcasc in revenue from Conicast as a result of the nenr affiliation 
agreement entercd into during the sccond quartcr of 2005 

S E G s  average subscription units. nliich represent the number of SEG services that are purchased by 
cable. dircc-to-home (W"'H") satellite providers and other distribution media customers, increased I 1 % 
for thc first nine months of 2005. coinprrrcd to the first nine months of 2004. However, total period-end 
subscription units increased 4% from Dcceinher 31; 2004 to September 30. 2005, aid period-end 
subscription units increased less thai 1% during the third quarter of 2005. SEG bclicvcs that the lower 
percentage increase in subscription units in 2005 was due to a number of factors including ( 1 )  certain 
cable opcrators shifting their focus and marketing expenditures away from the addition of premium video 
subscribers to promotion of other scrviccs: (2) a loss of subscribers due to the hurricane damage in the 
Gulf Coast region: and (5) a slou do\m in thc conversion of cable subscribers to DTH satellite 
subscribcrs. 

S E W  operating cspciises incrcascd 8% Thc increases \yere due primarily to higher programing costs, 
which incrcascd from $140 million for the three months cndcd Scptcmbcr 30. 2004 to $161 million in 
2005. partially offset h! decreascs in S.G&A expenses The programming increascs were due to higher 
costs per titlc as a result of iicw rate cards Tor movie titlcs under certain or its license agreements and an 
incrcase in the percentage of first-run movie exhibitions utilized (which have a relatively higher cmt per 
title) as compared to the number of library product exhibitions utilized in the third quarter of 2005. Also 
affecting operatius expenses nere costs related to a streaming Internet movie service that SEG began 
devcloping in the second quarter of 2004. Operating expenses (priniaril) an allocation of programming 
costs) for this initiative for the thrcc months cnded September 30. 2005 and 2004 aggregated $17 million 
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m d  $4 million. respectively. Such opcrating cxpcnses do not include any overhead allocations. The 
incrcasc in costs allocated to the Internet movie service in 2005 is due to the fact that such service was not 
launchcd until July I .  2004. Prior to that tinic all programming costs wcrc attributed to SEG's television 
tilovie scrwcc S.G&A erpcnscs decreased primarily due to Iowcr sales and marketing expenses as 
national marketing campaign activity in the third quarter of2005 \vas lower than the same period in 2004. 
4s ;L result of this reduction and the new aftiliatioii agreement with Conicast, sales and marketing 
cupmses dccrcased $5 million for thc threc months ended September 30, 2005. opcrating cash flow 
dcci-eased duc to flat rcwxiic and incrmscd cupcnses 



36, 2005 ~ 2005 ’ 

YOX 

$ 8 122 8.374 
$ 1,755 3,325 
$ 1.371 

910 1 95 

8,037 

8,160 
this investment 

Cash and Dcbt 
Fhc follo\\~iig prcsc~itatton IS provided to separately identifi cash and liquid mvestmcnts and debt 
infomiation 

, ~ l l l , t l l l i l f S  m ~ > l r l I l ~ ~ m /  

Cash and Cash Related Investments: 
Consolidatcd Cash (GAAP) 
Consolidated Short-Term lnvcstments ( I )  
Consolidated hig-Tcrni  Marketable Securitics (2) 

Total Consolidated Cash and Liquid Investments ( 3 )  

Debt: 
Scnior Notcs and Dcbcnturcs (4) 
Scnioi- Exchangeable Dchenturcs (5) 
Othu 

Less. Unamortized Discount Attributable To Call Option 
Total Debt 

Obligations 
Uiianiortizcd Discoiiiit 

Consolidated Debt (GAAP) 

i ! I H q m s e t m  sho~1-te1iii ioarkrtahlr deht wcurities which are includcd tn 01 
~~~ ~~~ ~~~ ~~ 

September June 30, I Scptember TFl 
1,259 

I I  6 27 

4.588 
tF 4,808 ~ 4.833 ~ 

4 5x8 4.588 

(2,223) I (2,246) I (2;310) I 

Libcrty’s Total Coiisolidatcd Cash and Liquid Investments increased $604 million and Total Debt 
remained flat compared to June 3 0 .  2005. Total Consolidated Cash and Liquid Investments increased due 
to p r o c d s  from the expiration of certain equity collars and cash flows from operations of Liberty’s 
subsidiaries which wcrc partiall? offset by the $200 million cash contnbution related to the Discovery 
Holdmg Company spm off and mtcrest cvpcnsc. 



ZOOS OlJT1,OOK 

QVC ~ 20113 Guidaiicc Unchanged 

'The following estirnatcs asstlmc primarily. among other factors, that product mix, foreign currency 
cxchangc rates and domestic growth ratcs arc consistcnt with thc first ninc months of 2005, and 
tntcniatiorial growth ratcs cxperiencc a slight slowdown compared to prior years. 

For full year 2005 vcrsits 2004. QVC opcrating results are expected to increase as follows: 

Rcvcnuc by lo\+ double digits I!&. 

Operating cash flon by inid teens YO 
Operating inconic by mid teens "A). 

SEG ~2005 Guidmcc Unchanged 

The following cstiinates assume. among other factors, that SEG continues to experieiicc positivc trends 
undcr its affiliation agrccnients, SEWS distributors continue to scc growth in digital subscribers consistent 
with that cxpericnccd in 2004. the qiiatitit! and thc timing of rcceipt of output product from the studios 
docs riot matcriallq chaiigc frorii that cxpcrieiiccd i n  2004; and Starz subscription units continue to 
incrme.  These estimates ftirther assume that SEG's 2005 programming costs increase between $100 
tiiillion and $120 million over amounts expensed in 2004. 

Opcrating incomc guidance has been modified to reflect better estimates of certain non-cash adjustments. 
This incrcase does not reflect a fundamcntal change in the performance of the business. 

For fu l l  year 2005. SEG opcrating results arc cvpcctcd as follows: 

Rcbcnuc bet\\ccn $ I . O O O  and $1.050 millioii. 
Opcrating cash f l o ~  bchven $10 and '6170 million 
Operating incollie betwccn $ I O 0  and '61 20 million. 

Libcrty disclaims atiy obligation or undertaking to disscmiriate any updatcs to the roresoing guidance to 
reflect an! change in Libem's expectations with regard thereto. 

OU'I'SI'ANDINC SHAKES 

4t Scpteinbcr 30.  2005. thcrc w r c  approxiniattcly 2.X02 billion outstanding shares of L a i d  LMCB and 
78 inillion shares of L and L M C B  rcservid for issuancc pursuant to warrants and employee stock 
options At September 30.  Z(l05. there verc I 3  million options that had a strike price that was lower than 
the closing slock pricc Exercise of lhcsc options would rcsult in aggregate proceeds of approximately 
$48 million. 



O.rHER EVENTS: 

Michael Georee Named President and Chief Executive Olficer of OVC, Inc. 
On October 2X. 200.5, Liberty annoimccd the appointment of Michael George to the post of President and 
C h i d  Exccutive Officcr of QVC. Inc Mr. George wil[ assume thc role of Prcsident on December I"' and, 
after a four month transition period. \%ill bccome thc Chief Esecutivc Officer. He will replace Doug 
Briggs \\ho. as previously announced. is retiring. 

Mr George most recentlv servcd as the Chief Marketing Oficer and General Managcr of the U.S. 
Consumer Business of Dell. Inc. in Austin. Texas. In his role as the head of Dcll's US Consumer 
t3usmcss. Mr.  George had full  responsibility for a11 Dcll products and services sold into the home and 
lhonic otticc markets. Mr. Gcorgc also hcld general managument rcsponsibilities over Dell.com, one of 
the largcst \sorldwidc Konuncrce sitcs. As Dcll's ChicfUarketing Offlccr. Mr. Gcorge \vas responsible 
for huilding the Dell Rrand on a global hasis, across consumer, corporate. public and small business 
inarkcts. Prior to joining Dell in March 2001 Mr. Georgc spent over 16 years with McKinsey & Co 
whcre. as a Senior Partner, he led the North America Retail, General Merchandise and Hospitality 
Industr) Group. Mr. George receivcd a Bachelor of Arts degree from Northwestern University and 
carncd a Masters of Business Administration degree from the Kellogg Graduate School of Management at 
Northwestcm University 

Contact: John Orr (720) X75-5622 


